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RSPs in Pakistan-102/126 districts and 2/13 FATA Agencies 

The Rural Support Programmes Network (RSPN) is a platform for ten Rural Support 

Programmes (RSPs) of Pakistan. It undertakes policy advocacy, strategic guidance, capacity 

building and sharing of best practices between the RSPs and other stakeholders. RSPN was 

registered in 2000 under Pakistan's Companies Ordinance (1984) as a non-profit company.

RSPN's role in promoting pro-poor development via the core RSP approach of social 

mobilisation, is widely recognised by the Government, donors, the private sector, NGOs and 

other partners. RSPN is the largest non-government, rural development network in Pakistan, 

with the RSPs being present in 102 of the country's 126 districts and 2 FATA agencies. The 

RSPs have an outreach extending to 2.5 million rural households of Pakistan. RSPN is 

provided core support from the Department for International Development (DFID) of the 

Government of the United Kingdom.
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Introduction
Microfinance refers to the provision of financial services to poor households who are not able to gain access to 

formal financial institutions. Microfinance is viewed as an important tool for poverty reduction. The Government 

of Pakistan has been facilitating the growth of the microfinance industry and as a result of this, the number of 

microfinance service providers and clients have increased rapidly, particularly over the past five years. 

Microfinance product portfolio generally focuses on microcredit; however over the past few years other products 

have been developed and are now available to clients, such as saving and micro insurance products. 

While microfinance services have diversified and the numbers of clients have increased, there is growing 

evidence that Micro Finance Institutions (MFIs) are only reaching the relatively better off members of poor 

communities; that too in the mainstream parts of the country. Remote and marginal areas have much less 

access to these services. The poorest segments of the community, particularly women, are outside the existing 

microfinance network.  In large parts of the country, there are cultural barriers that do not allow potential clients 

to benefit from such products, i.e. people are adverse to interest-based microfinance products. Poorest 

households, including their women members, do have a need for microfinance services but the current 

microfinance framework does not meet their needs. Therefore, there is a need for alternative microfinance 

intermediation for the poor.

Alternative Financial Intermediation for the Poor
Over the past few years, several organisations in the country have actively begun to provide alternative financial 

intermediation for the poor. These alternative intermediations include the development of Shariah-compliant 

microfinance products, Community Organisations (COs) devising self-directed and autonomous means of 

using their own savings and initiation of community managed Community Investment Funds (CIFs). These 
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alternative approaches seek to broaden the microfinance landscape in the country and to make it more inclusive 

and client–driven and hence several 'best practices' have emerged.

It is with this background that the Rural Support Programmes Network (RSPN) decided to organise a one-day 

workshop on “Alternative Financial Intermediation for the Poor”. The workshop took place in Islamabad and had 

participants from both primary and secondary stakeholders in Government, the Rural Support Programmes 

(RSPs), MFIs, Commercial Banks and Research Organisations. RSPN also invited community activists who 

were practicing alternative financial approaches and products. Over 85 representatives from various 

organisations attended; organisations such as the Government of Pakistan, the World Bank, the Asian 

Development Bank, Kawish, Pakistan Microfinance Network and Akhuwat, to name a few.

The basic objective of the first national workshop was to discuss “Alternative Models of Financial Intermediation 

for the Poor” in the country, particularly with a view to scaling up successful approaches to meet the potential 

needs of poorest households and women in the mainstream and other areas of the country. The structure of the 

workshop was in the form of presentations from practitioners of alternative financial models followed by a 

question and answer session and discussion.

In her opening address to the workshop, Ms. Shandana Khan, 

Chief Executive Officer RSPN welcomed the participants and 

said that though there had been discussions and debates 

around the workshop theme by different stakeholders in 

various forms, this was the first national level effort to bring 

them all together. By doing so, it would enable them to share 

their experiences, to learn from each other and to scale up 

their programmes. 

Akhuwat

Dr. Amjad Saqib, Executive Director Akhuwat made a detailed presentation on the philosophy and practices of 

the organisation. Akhuwat was established in 2001 and its 

chief aim is to provide interest-free loans to underprivileged 

people in the urban areas of Pakistan. By doing so, Akhuwat 

hopes to enable these individuals to stand on their own feet by 

helping them to start earning a livelihood for themselves.

The source of these interest-free loans is largely from the 

charitable contributions of private philanthropists, the civil 

society and to some extent from international donors. The 

notion of using charity for interest-free loans comes from the 
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Ms. Shandana Khan, CEO RSPN

Dr. Saqib, Akhuwat

1 Please see pg. 12 for Akhuwat's presentation
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concept of Mwakhaat or brotherhood. This brotherhood comes in the form of a Qarz-e-Hasna which is 

essentially a loan which has no interest and is provided to a needy individual.

Akhuwat provides these interest-free loans without any service charges. The methodology used to disburse 

these loans is by using mosques and churches in local communities. Programme introductions are made there 

in order to let the local community know of Akhuwat and of its products and procedures. In terms of applying for a 

loan, an individual only has to fill in an application form with Akhuwat staff. A business plan is also prepared (with 

the involvement of the applicant's entire family). Having done this, the application along with the business plan is 

sent to the branch office, where the Branch Manager carries out a further technical appraisal. The final approval 

is given by a loan approval committee which is made up of a unit, branch and area managers. The actual 

disbursement takes place in the mosques and churches where such events take place two to three times a 

month where over 100 loans are given out. Along with disbursing loans, Akhuwat also takes the opportunity to 

provide awareness on various topics such as the importance of girls' education, ethical values in business, 

traffic laws, etc.

Akhuwat's progress and achievements have been remarkable. It has a Qarz-e-Hasna fund of Rs. 120 million 

which has been generated through local philanthropy. Through this fund, it has provided 43,000 loans across 21 

branches in 15 cities. As far as the recovery rate, Akhuwat has a 99.5% recovery rate.

During the workshop, Dr. Saqib also introduced a new innovation which was taking place in Akhuwat; namely the 

membership donation programme. He explained that in the programme, each member keeps a donation box in 

which the member donates Rs. 1 daily. On average Rs. 1 is also donated by someone else. The monthly income 

from each donation box is Rs. 60 

(annually Rs. 720). Akhuwat 

estimates that because of its 

20,000 borrowers, it would 

generate an annual fund of Rs. 

14,400,000 (20,000 borrowers 

with 20,000 donation boxes with 

an income of Rs. 720 each 

annually).

Dr. Saqib concluded by saying 

that the Akhuwat model was 

becoming a sustainable one by converting its own borrowers into donors. He also said that because of this, the 

Akhuwat model was being widely replicated by other organisations. 

Following on from Akhuwat's presentation, two organisations, Kawish and Mera Maan, presented their 

programmes which were replications of the Akhuwat model. Both organisations briefed the participants about 
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Participants from Sindh

how they had adapted and used the Akhuwat model in their own organisations and for their clients.

Kawish Welfare Trust

Mr. Ammar Ahmad Tarin of Kawish Welfare Trust explained the history of the organisation and its transition to the 

Akhuwat model. Kawish Welfare Trust was set up in 2003 as 

a social welfare organisation. It started off by providing free 

education and medical facilities for the poorest. It has an 

operational area which covers 25 villages in Southern 

Punjab and has expanded into Ziarat (helping those affected 

by the earthquake) and into Mardan (working with IDPs).

In 2008, Kawish Welfare Trust started its microfinance 

programme in Bahawalnagar, in collaboration with Akhuwat. 

The principals of Kawish's microfinance programme are:

�Interest-free loans

�Small and easily repayable repayment instalments

�Loans are provided in kind; specifically motorbikes/bicycles and sewing machines

The purpose of providing these loans in kind (and that also specifically transportation and sewing machines) is 

to improve the income and standard of living of the poorest by providing them with essential assets. Regarding 

the provision of motorcycles and bicycles, Kawish feels that by removing the transportation barriers of the 

poorest, it encourages poor families to ensure that their children attend school.

In terms of methodology, Kawish Welfare Trust provides these in-kind loans to the poorest of families on a merit-

basis. It also ensures that potential loan candidates are those families that can use the product for value-addition 

in their profession. Additionally, potential candidates are also vetted as to whether they will be able to 

comfortably pay back the repayments as to avoid any cases of debt burden on the families. Each potential loan 

applicant is also meant to have a guarantor who vouches for their ability to repay.

So far, Kawish Welfare Trust has provided 50 sewing machines, 252 bicycles and five motorcycles to deserving 

women and men. These men and women have generally been poor parents of Iqra Schools' students, their 

teachers and poor skilled entrepreneurs.

Kawish Welfare Trust has had a very rewarding experience in adopting the Akhuwat model which can be seen 

by the fact that they have been receiving requests for loans from over 300 villages in and around the area. In 

addition to this, what is heartening to see is that Kawish Welfare Trust has been receiving many requests from 

individuals to become an Iqra School teacher. The reason for this is put down to the fact that the role of the 

teacher in the village has been elevated even higher and is seen as an “agent for change”. As a result of this 

Mr. Tarin, Kawish Welfare Trust

2  Please see pg. 14 for Kawish Welfare Trust's presentation

04
R U R A L S U P P O R T P R O G R A M M E S N E T W O R K



Report on the First National Workshop on “Alternative Financial Intermediation for the Poor” Report on the First National Workshop on “Alternative Financial Intermediation for the Poor” 

positive response, Kawish Welfare Trust plans on increasing their coverage and to introduce “Family Enterprise 

Loans” which will establish a business that would benefit the entire family.

Mera Maan

Another replication of the Akhuwat model has been implemented by Mera Maan, an organisation which has 

been formed with the help of Empowerment thru Creative 

Integration (ECI) and the Asia Foundation. Mera Maan works 

in Chitral and in three districts of the Hazara Region; namely 

Districts Haripur, Abbottabad and Mansehra.

Mera Maan works specifically with women who have  

entrepreneurial skills but are unable to market their products. 

The organisation encourages these women to form their own 

Production Units (PUs) which are compromised of around 20 

women each. Within these PUs, the women are asked to 

assess the gaps in their income-generation activities and 

based on the assessment, Mera Maan provides them with support such as technical trainings, business 

trainings, etc. The PUs are also asked to develop an action plan for how they will overcome their barriers. In 

addition to trainings, an important gap which was repeatedly identified was the lack of capital. In cases where 

capital could be accessed, it was deemed counter-productive; capital from organisations such as banks and 

MFIs. This was because of high interest rates, being against Shariah law, long bureaucratic processes and rude 

behaviour of loan officers.

Therefore to bridge this gap, Mera Maan started to provide loans to the women in the PUs, based on the 

Akhuwat model of loans being interest-free, Shariah-compliant and easy to process. In the case of Mera Maan, 

because it does not see credit as its core function but rather as a support mechanism for skilled women, it has 

provided loans only where they are truly required; rather than pushing credit in order to sustain the organisation 

itself.

As a result, Mera Maan has provided Rs. 300,000 in the form of 29 loans to the women of various PUs. The 

utilisation of these loans has been to purchase raw material, machinery, tools and equipment. As for their impact 

on the women and their businesses, without these loans their businesses would have carried on. However 

because of the loans, the profit-margins of the businesses have been greatly increased. 

A question and answer session followed their presentations with the presenters not only answering participants' 

queries but also providing them with suggestions from their experiences. Some of the questions asked were:

Does Kawish Welfare Trust obtain both cost and profit on the repayment of their in-kind loans or does it just 
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Presenter from Mera Maan

obtain the cost of the loan in their repayments?

Kawish Welfare Trust includes a Rs. 200 processing fee which it takes upfront when it provides its clients with in-

kind loans. The need for the Rs. 200 fee is to cover the operational costs required for providing the service.

Why does Akhuwat work in Punjab only?

Akhuwat works in both Sindh and NWFP 

through other organisations carrying out the 

Akhuwat model; as can be seen in the case 

of Kawish Welfare Trust and Mera Maan. 

However the reason for Akhuwat being 

spread greatly across Punjab is because 

Akhuwat itself is based in Punjab. However, 

as resources are mobilised, Akhuwat will 

move to Sindh and NWFP.

Does Mera Maan ask for a fixed amount of 

savings from the women in PUs?

Mera Maan does not have a fixed amount which each woman has to save; rather it depends on the individual 

woman and her capacity to save. Naturally each woman will have a different level of skill and capacity, including 

differing amounts of profit-margins enabling her to save different amounts of money.

What was the reaction of religious leaders and community members when Akhuwat started to conduct its 

meetings in mosques and churches?

In the beginning there was resistance to Akhuwat using these religious venues where the stated reaction would 

be that these are houses of God and people can only pray here. Akhuwat staff then had to explain to them that 

traditionally mosques were used not only as places where prayers could be offered but that in the Prophet's 

(PBUH) time, mosques were also a place of governance where courts would be held and matters of the 

community would be discussed. Having overcome this successfully, the issue of allowing women into mosques 

also came up. Akhuwat staff then again had to convince the community that in the history of Islam, women have 

been allowed to enter mosques and to offer their prayers. Another issue which came up against Akhuwat staff 

was that the religious leaders would say that Christians were not allowed to enter mosques as it would pollute 

their mosques. Having to deal with such basic issues in this day and age was a challenge for Akhuwat. The 

religious leaders were able to be persuaded because they were told that in the Prophet's (PBUH) time, he had 

allowed Christians to enter mosques and to offer their prayers there.
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Questions being asked at the Workshop

3   Please see pg. 17 for Mera Maan's presentation
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These religious leaders were convinced only because they were quoted examples from Islamic history and 

persuaded that the doors of mosques should be kept open for everyone, no matter what their religion and that “if 

people are not allowed inside mosques, then how do you expect to enter their hearts?”

Eventually Akhuwat was able to work with religious leaders to allow local mosques to be opened up to a greater 

number of people which eventually brought the local community closer and at the same time avoided the 

negative use of mosques, such as for terrorism.

Next a short video was shown to the participants of the address given by Mr. Shoaib Sultan Khan, Chairman 

RSPN to the Annual Session of United Nations (UN) Commission on Sustainable Development. 

Punjab Rural Support Programme
The next innovative product was presented by Mr. Niaz Hussain from the Punjab Rural Support Programme's 

(PRSP) Sahiwal region and two community activists. The project entitled the “Internal Lending Pilot” is a 

programme for utilising Community Organisation's (COs) savings in an effective and efficient manner for 

productive purposes. The basic 

concept of the programme 

arose from the fact that many a 

times, the savings of COs are 

left un-utilised by its members 

due to the savings being 

insufficient to meet the needs of 

al l  of the CO members. 

Therefore PRSP developed the 

concept of the Internal Lending 

Pilot where participating COs 

would pool their savings 

together for the purpose of providing productive loans to its members. PRSP would then enhance their credit 

pool by contributing a matching amount to the CO's fund. In practical terms, each CO would have their credit 

pool doubled thereby enabling them to provide loans to all of its members.

The pilot involved 12 COs with a total of 61 borrowers. The total amount of credit which was generated was Rs. 

1,110,000 (Rs. 555,000 of members' savings with a Rs. 555,000 contribution being made by PRSP). Targeting 

of the poorest members was done using the Poverty Scorecard (PSC). Another benefit of the pilot is that it is 

managed by the COs themselves, thereby increasing their management skills and confidence. The loans 

provided are also based on flexible terms and conditions. Generally loans have been provided for productive 

purposes such as for the purchase of livestock, agricultural inputs and for purchasing supplies for small 

enterprises. In terms of ease, members of women's COs have found the pilot especially helpful because it has 

Presentation by PRSP staff and CO Members

become much easier for them to obtain micro-loans. Another benefit for women is that repayments can be made 

much more simply; right in their own neighbourhood. 

National Rural Support Programme

The next presentation was by Mr. Niaz Ali Khan, Programme Officer Islamic Micro Finance, National Rural 

Support Programme (NRSP) Mardan and activists of LSO Babuzai. They presented their product which was 

Murabaha Financing. Murabaha is a micro-credit product which is Islamic and specifically suitable for those 

communities which do not accept the concept of interest or service charges. In Murabaha, individuals who want 

to purchase a good are sold that particular good by NRSP. NRSP purchases the good from a vendor and then 

sells it to the borrower on a deferred payment plan which includes repayment in instalments; thus making it 

easier for the client. All terms and conditions are discussed 

and agreed with the client before the purchase of the product. 

The procedure for the Murabaha is that demand for a product 

is given to NRSP through a resolution from the member's CO. 

Having received a demand, NRSP's officers carry out a 

technical appraisal of the client and the product. Terms and 

conditions being decided upon, an agreement is signed and 

then given a final approval by the District Office. The purchase 

of the good is done in the presence of the client and is then 

sold to the client on a deferred repayment plan. The sale price 

is already agreed upon which includes a profit margin as well.

As of April 2009, NRSP's Murabaha programme has been spread to a total of nine Union Councils with a total of 

671 clients. The portfolio for the Murabaha programme is Rs. 11.4 million with a 100% recovery rate. Generally, 

the majority of cases have been for the purchase of enterprise goods such as machinery, raw materials, motor 

vehicle tyres, cement, etc. Other goods purchased have been agricultural inputs and purchase of livestock. 

In terms of the experience of LSO Babuzai which works in the Mardan area, the Murabaha programme has 

brought about several positive results. Firstly, the LSO has been able to successfully disburse Rs. 535,000 in the 

form of loans to poor members in a duration of just three months. Secondly, because of the programme, the LSO 

has found that their membership and coverage of households has increased from 59.8% to 62.9% in the very 

same three months. In addition to this, LSO Babuzai has realised that the inclusion of the poorest and their 

involvement has increased greatly.

Regarding the image of the LSO and of NGOs in general in the locality, the LSO has felt a notable difference in 

the attitude of the people. They feel that the local people are now more acceptable of them as they see that the 

LSO is carrying out a programme which takes into consideration Islam and its beliefs. 

08
R U R A L S U P P O R T P R O G R A M M E S N E T W O R K

Mr. Khan, NRSP

4  Please see pg. 19 for PRSP's presentation
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Sindh Rural Support Organisation

The next presentation was by Ms. Asma Soomro, Social Organiser Sindh Rural Support Organisation (SRSO) 

and Ms. Sakina, a beneficiary. Their presentation was on the Community Investment Fund (CIF) programme 

which was being run in the village of Maso Khan Machi, District Shikarpur, Sindh. SRSO donated a CIF fund to 

Maso Khan Machi which is managed by organised women who are members of COs. In the case of Maso Khan 

Machi, the COs in the village have also federated into a 

Village Development Organisation (VDO). The CIF is 

intended for only women and in addition is only available for 

the poorest of women. Regarding the identification of the 

poorest, the programme uses the PSC exercise to determine 

the poverty levels of the potential beneficiaries.

A total of Rs. 304,000 has been disbursed through the COs 

of VDO Maso Khan. This amount has benefited 54 poorest 

women. On average each beneficiary was given a loan of 

Rs. 5,000. The majority of loans given were used for the 

purchase of livestock. 

Sarhad Rural Support Programme

The next presentation was by Mr. Wasiq Ali Khan, Sarhad Rural Support Programme (SRSP) and a community 

activist, on the Village Banking model of the SRSP. The Village Banking model was ideal for hard to reach 

locations due to its low running costs. A Village Bank is essentially made up of ten COs (of the same gender) and 

who are all willing and ready to manage and to meet their own 

financial needs. Each Village Bank has three professional 

staff and five volunteer staff members. The volunteer staff 

members are voted in by the General Body of the Village 

Bank. The General Body also hires the paid staff of the Village 

Bank. The General Body is made up of members of the COs 

who each nominate their representative to sit in the General 

Body. The management of the Village Bank is then trained by 

SRSP on various skills such as how to manage and keep 

records of the Village Bank and its transactions. With the 

credit being provided by SRSP, the Village Bank provides the 

money onwards to its borrowers.

The procedure for getting a loan from the Village Bank is kept as simple as possible. All applications are 

assessed by the paid staff and put forward to a credit committee. Having narrowed down the applicants, the paid 

staff then verifies and appraises the applications by making visits to the potential borrowers. After being satisfied 
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Ms. Asma, SRSO

Presentation by SRSP staff and Village Bank Representatives

with the borrower and their planned loan utilisation, the loan is disbursed. Generally loans are provided for 

productive and income-generating activities.

So far, SRSP has 11 Village Banks; eight of which are being run by women exclusively. The total outreach of 

these Village Banks is to over 2,000 rural households. 

After the presentations, a question and answer session was held. Some of the questions which arose from the 

presentations are mentioned below:

Do PRSP's CO members have the option of deciding on how they will utilise their loans?

PRSP CO members in the Internal Lending Pilot have the option of utilising their loans for any purpose; however 

generally they are required to use their loans for income-generating activities. The trend has generally been for 

the purchase of livestock and for agricultural inputs.

Regarding the need for Village Banks, does it really cost SRSP Rs. 44-91 to lend Rs. 100 in NWFP?

In Peshawar, the cost is lower because it is an urban area and 

distances are not an issue. However in the remoter districts 

such as Karak, Kohat, Haripur and Abbottabad, etc, the 

transaction costs which go into providing a credit service are 

higher because of the great distances. Therefore to avoid this 

high cost, SRSP set up Village Banks in order to bring costs 

lower in addition to reducing its risks. This is because the 

Village Banks are owned and managed by the community 

members themselves who ensure that they are run effectively. 

Therefore setting up Village Banks was the best option as it 

avoided the need for SRSP to move out of far-flung areas.

How does NRSP carry out their procurement procedures efficiently while ensuring that the client is happy with 

their product?

Having conducted the social and technical appraisals, the details of the required product are found out as in 

what kind of product the client requires and what the costs are. Having approved the client, the client along with 

the procurement officer goes to the market to purchase the product together.  

Conclusion: Chairman RSPN's Comments

After the last presentation, Mr. Shoaib Sultan Khan concluded the workshop by saying that he had learnt about a 
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A participant in the Question and Answer session

7  Please see pg. 27 for VDO Maso Khan's presentation
8  Please see pg. 29 for SRSP's presentation
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lot of new and alternative methods of providing capital to the poorest. He reiterated the need for alternative 

microfinance products for the poorest. He said that Pakistan has over 18 million households in 5,375 rural union 

councils and that around 50 to 60 percent of the rural people were poor. They require the support of development 

institutions to provide them with basic services; one of them being the provision of capital. He said that traditional 

microfinance operations would not serve all of them. Therefore, different strategies and models were required to 

reach them.

He appreciated each model especially 

the Islamic models developed by 

Akhuwat and NRSP Mardan. He further 

said that the real challenge was now to 

scale up the coverage so that a maximum 

number of people should be reached 

quickly. He said that his 32 years of 

experience of working with the 

communities had taught him that 

successful models need two things; one 

replication of activists and second 

replication of a support organisation to 

sustain the operations. He added that to 

make the operations sustainable, one 

required Community Organisations and 

their social capital. He concluded by saying that he hoped that the models which had been presented today 

would be replicated around the country and that one day Pakistan would be rid of one of its biggest problems; 

poverty.

The workshop ended with Mr. Muhammad Ali Azizi, Specialist Social Mobilisation RSPN thanking everyone for 

attending and participating in the workshop. He said that the workshop was a starting point and that each 

organisation would hopefully take some of the ideas presented today to learn from them and to come up with 

other innovative means of providing financial services, specifically for the poorest. 
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Mr. Shoaib Sultan Khan, Chairman RSPN
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